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AUDITORS’ REPORT 


To the Shareholders of 


Versafood Services Limited: 


We have examined the consolidated 
balance sheet of Versafood Services 
Limited and its subsidiary companies 
as at December 31, 1967 and the 
consolidated statements of income 
and retained earnings and source and 
application of funds for the year then 
ended. Our examination included a 
general review of the accounting pro- 
cedures and such tests of accounting 
records and other supporting evi- 
dence as we considered necessary in 


the circumstances. 


In our opinion these financial state- 
ments present fairly the financial 
position of the companies as at 
December 31, 1967 and the results 
of their operations and the source and 
application of their funds for the year 
then ended, in accordance with gen- 
erally accepted accounting principles 
applied on a basis consistent with that 


of the preceding year. 


CLARKSON, GORDON & CO. 


Chartered Accountants 


Toronto, Canada, February 19, 1968. 


ASSETS 


CURRENT: 


Cash ..... heh aye Rae sas PEP eT oe, ee 
INCCOUNTSINEGE IVa Gia ee eee rereaneeeesereere eLneeaes 
Inventories valued at the lower of cost or market ....... 
Prepaid! €xpemSes cance pan cence coumass seer ee eave eee 


TOTAL CURRENT ASSETS ee ce eee 


INVESTMENT IN ASSOCIATED COMPANY at cost 


(note 1) Sioa eee enn ee ce ee Otten Contac cere a 


FIXED, at cost: 


Buildings, machinery, equipment and vehicles ....... , 
Less accumulated depreciation ..........................:.008 


Land 
TOTAL FIXED ASSETS 


OTHER ASSETS: 
Goodwill, at cost a Baca dedaedsacu onecbaer 
Technical and systems know-how, at cost (note 2) 


Incorporation and financing expenses ...................... 


Deferred start-up costs (note 3) 
TOTAL OTHER ASSETS 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 

For the year ended December 31, 1967 

(with comparative figures for 1966) 


Funds were provided from: 
Operations — 


Net income for the year........................... 
Add depreciation — an expense which did not 
involve an outlay of funds....................... 


Proceeds on issue of 400,000 common class B 
shares 


Funds were applied to: 


Purchase of fixed assets (met)....................... 


Purchase of technical and systems know-how 
Deferred start-up costs 


Dividend on common class A shares 


Increase (decrease) in working capital during the year. 
Working capital, beginning of year..................... 
Working capital, end of year.......................... 


Investment in shares of associated company........ 


Repayment of non-current loans................... 


1967 


$ 131,397 
2,772,107 
956,175 
327,981 


4,187,660 


330,368 


5,069,654 
1,948,991 


3,120,663 
12,000 


3,132,663 


3,629,384 
900,000 
467,465 
135,786 


5,132,635 
$12,783,326 


1967 


$ 659,379 


482,648 
1,142,027 


1,800,000 


~ 2,942,027 


1,763,055 
900,000 
135,786 

84,868 
60,000 


2,943,709 
(1,682) 
890,075 

$ 888,393 


VERSAFOOD SERVICES LIMITED 


(Incorporated under the laws of Canada) and its subsidiary companies 


CONSOLIDATED BALANCE SHEET DECEMBER 31, 1967 


(with comparative figures at December 31, 1966) 


LIABILITIES 


CURRENT: 

Due to bankers | : 4 
Accounts payable and accrued liabilities . 
Income and other taxes payable 


TOTAL CURRENT LIABILITIES 


SHAREHOLDERS’ EQUITY: 
Capital stock — 
Authorized: 
2,000,000 common class A shares without 
nominal or par value 
2,000,000 common class B shares without 
nominal or par value 
Issued (notes 2 and 4): 
600,000 common class A shares . 
1,000,000-common class B shares 
(600,000 shares - 1966) 


Retained earnings 


TOTAL SHAREHOLDERS’ EQUITY 


CONSOLIDATED STATEMENT OF INCOME 
AND RETAINED EARNINGS 


For the year ended December 31, 1967 
(with comparative figures for 1966) 


Selling, accounting and other head office expenses 


(CGLOKS) | nye ee bee cae On enamae nap emo oma. ¢ > sma 
InterestichangeSsseseere eee ere ere 
Depreciationyss- eee ane eee 


Income before income taxes........................-. 
Income taxes (note 5).................. 20s eee eee 


Net income for the year (note 5)..................--- 
Retained earnings (deficit), beginning of year......... 


Dividend on common class A shares.............-....-. 


Retained earnings, end of year......................-- 


$ 251,808 
2,641,154 
406,305 


3,299,267 


6,000,000 
2,400,000 


8,400,000 


1,084,059 
9,484,059 


$12,783,326 


$33,280,832 


30,997,576 
2,283,256 


714,892 
11,337 
482,648 


1,208,877 


1,074,379 
415,000 


659,379 
484,680 


1,144,059 
60,000 


$ 1,084,059 


-$ 398,819 
1,625,119 
183,482 


2,207,420 


6,000,000 
600,000 
6,600,000 
484,680 
7,084,680 
$9,292,100 


$27,716,040 


25,991,758 


1,724,282 


673,899 


NOTES TO 
CONSOLIDATED 
FINANCIAL 
STATEMENTS 


1. Associated company 

Versafood Services Limited’s share of the 
losses of the associated company since acquisi- 
tion amounts to $183,100 of which $7,400 
relates to 1967. No provision has been made 
inthe accounts for these losses as the associ- 
ated company is still considered to be in the 
development stage. 
2. Technical and systems know-how 

Under the terms of an agreement with Auto- 
matic Retailers of America (A.R.A.) dated as of 
August 2, 1967, the company acquired certain 
A.R.A. know-how relating to the food service 
business (consisting of knowledge, techniques, 
experience, systems and procedures). The 
agreement also provides for future know-how 
to be made available without charge so long as 
A.R.A. retains directly or indirectly not less 
than a specified percentage of the company’s 
issued voting shares. Under the terms of the 
same agreement the company issued to A.R.A. 
400,000 common class B shares for a total 
consideration of $1,800,000, satisfied as to 
$900,000 in cash and as to $900,000 by the 
application of the purchase price for the A.R.A. 
know-how. 
3. Deferred start-up costs 

During the latter part of 1967, the company 
opened its restaurant facilities in the Toronto- 
Dominion Centre (Toronto). The engineering, 
design and training costs together with the 
initial operating losses of these facilities have 
been deferred in the accounts on the basis that 
they represent start-up costs incurred In estab- 
lishing the restaurant facilities. While the length 
of the contract with the Toronto-Dominion 
Centre is 15 years (plus an option to renew for 
an additional five years), the company intends 
to amortize the amount over a three-year period 
in equal annual amounts commencing in 1968. 
The restaurant facilities are now operating on 
a profitable basis. 


4. Commitments and subsequent events 
(a) Versafood Services Limited is committed 
to invest $185,000 during 1968 in lease- 
hold interests in new operations. The 
companies have undertaken lease obli- 
gations extending up to 1981 involving 
minimum annual rentals of $267,000. 
(b) By agreement as of January 5, 1968 the 
company acquired all the outstanding 
shares of Jiffy Foods Limited and its 
wholly-owned subsidiary Robert-Stewart 
Foods Limited for $2,300,000 satisfied 
to the extent of $1,700,000 by cash and 
to the extent of the remaining $600,000 
by the issue of 50,000 common class A 
shares. 
5. Income taxes 
The income tax provision for the year has 
been reduced by $181,000 (1966 — $152,000) 
as the companies intend to claim depreciation 
and other amounts for tax purposes in advance 
of the time at which they will be expensed in 
the accounts. Accumulated tax reductions re- 
sulting from this practice amount to $333,000. 


6. Statutory information 

Expenses include remuneration to directors 
including salaries of those who are officers of 
the company, amounting to $84,570. 


On behalf of the Board: 
ALLAN D. BAKER 
DIXON S. CHANT 


1967 has been a year filled with many memorable and 
important highlights for Versafood. It was a year that pro- 
duced significant strides in building a sound base for further 
profitable expansion of our company in the year and years 
ahead. 


Of particular importance to our future was the purchase 
by A.R.A. of ‘‘B’ class shares and the subsequent know-how 
agreement. 


Another important milestone was achieved with the full 
opening of our Toronto-Dominion Centre facilities to the 
public in early December. We are delighted to report that 
these seven restaurants are running at near capacity much 
of the time... a measure of their acceptance by the public. 
In this connection, we will shortly open another facility in the 
concourse level of the main tower. In addition, the lease is 
now in process for the restaurant concession in the second 
tower, a 46 storey building which will open during 1969. 
The Heritage Restaurant Division, Toronto-Dominion Centre, 
is now operating at a satisfactory profit level and should 
produce a good profit contribution during the 1968 year. 


Broader geographic representation on our Board of Direc- 
tors was welcomed by your management and the Board 
with the addition of the three representatives from A.R.A., 
Mr. Oland from Halifax and Mr. Godbout from Montreal. 


Special tribute is due this year to the management of our 
Vending Division. The role of etficient growth in this area of 
our business has been most gratifying. The Vending Indus- 
try is gradually reaching its full place in the food service 
industry. Many interesting combinations of manual and 
automatic service are being developed to cope with increas- 
ing costs. The Vending Division is playing an important role 
in the partnership. 


Consistent, healthy progress has been evidenced in our 
Institutional as well as our Business and Industry Divisions. 
The Versafood family has been enhanced since year end by 
the addition of Jiffy Foods Limited and Robert-Stewart 


March 7, 1968 


Message to the Sharcholders 


Foods Limited. The availability of these organizations to us 
means further broadening of our base of services which 
will add measurably to our competitive position and our 
profitability. 


Primavend Services Limited, our associate company in 
the United Kingdom, has weathered the past year's econom- 
ic storms without a serious set back. The Versafood share 
of the Primavend annual loss was reduced from $22,500 in 
1966 to $7,400 in 1967. Further plans are being considered 
for broadening the scope of Primavend in the current year. 


Our Working Capital position was reduced by $2,000 over 
year end 1966 to about $888,000 at December 31, 1967. 
This marginal reduction was after nearly $1,763,000 capital 
invested in new equipment, restaurants and so forth. 


As has already been announced, substantial financial 
committments are planned during the current year. At the 
moment, it appears that these will be met from cash flow 
and normal short term banking arrangements. 


| do not intend to elaborate on the financial results as they 
have been fully disclosed in the ensuing statements. How- 
ever, may we underline the sales increase of 23.6% during 
1967 with a corresponding profit improvement before taxes 
of 75.5% over 1966. 


The continued improvement to our percentage profit on 
sales before taxes (2.21% in 1966 to 3.23% this year) is a 
gratifying measure of the improved performance of our 
staff in almost every phase of our endeavours. To them, as 
well as our clients, shareholders, and suppliers, we register 


our appreciation. . 
On behalf of the Directors, 


aise 


Allan D. Baker, 
Chairman of the Board 
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PROFIT 


DOLLARS PROFIT 


(Before Income Taxes) 


$118,016 


Sales 


Operating Costs 


Profits before the following iten 


Marketing and Administrative 
Expenses 

Depreciation 

Net Profit before taxes 
Income Taxes 


Net Profit for the Year 


WY 


Ss 


% PROFIT TO SALES 


(Before Income Taxes) 
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